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September 12,1966

Committee on Federal Taxation

The Honorable Wilbur D. Mills
Chairman, Ways and Means Committee
House of Representatives
1134 Longworth House Office Building
Washington, D.C.

Dear Mr. Mills:

On June 27, 1966 y
ou introduced H.R. 15942, a
bill to impose a tax on unrelated debt-financed income of
tax-exempt organizations.
The Institute's committee on federal taxation has
studied H.R. 15942 and submits for your committee's con
sideration our comments and recommendations on the bill.

This proposed legislation goes significantly beyond
what is necessary to deal with a Clay B. Brown-type trans
action.
It embraces the entirely new concept that virtually
any type of income derived by an exempt organization from
the use of borrowed funds shall be taxed differently than
the same or similar income derived from the use of corpus.
We urge that the scope of the bill be limited to the avowed
purpose of extending the unrelated business taxable income
concept to income arising from Clay B. Brown-type transactions.
We further recommend the following specific revisions
to H.R. 15942:
1. Proposed Code Section 514(b) - The percent
age of income taken into account should
be the same as the present Section 514(a)(1).
The use of average acquisition indebtedness
appears inequitable.

2. Proposed Code Section 514(c)(2) - In addition
to the straight-line method of computing
depreciation, accelerated methods should be
allowed.
If the organization is to pay a
tax it should be allowed the same method of
computing depreciation as other taxpaying
entities.
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3. Proposed Code Section 514(c)(4) - The
specific deduction of $1,000 should be
increased.
This would eliminate unrelated
debt-financed Income of many smaller organ
izations with transactions dissimilar to
that in the Clay B. Brown case.
We would be pleased to provide any amplification
of these remarks which you deem necessary.
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Very truly yours,

Donald T. Burns, General Chairman
Committee on Federal Taxation

cc: Members of the Committee
on Ways and Means
Mr. Leo H. Irwin, Chief Counsel

